
GOP.IMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * *  
In the Matter of: 

CASE NO. 8186-B 
THE NOTICE OF A PURCHASED 1 
GAS ADJUSTMENT FILING OF ) 
PUBLIC GAS COMPANY ) 

O R D E R  

On November 13, 1981, the Commission issued i t s  Order i n  

Case N o .  8186 approving c e r t a i n  rates and providing under certain 

conditions f o r  the f u r t h e r  adjustment of rates when the wholesale 
I 
1 
I cost of gas i s  increased o r  decreased. 
I 

On November 9 ,  1978, the Natural Gas Policy A c t  ("NGPA") 
I 

was signed i n t o  l a w  which es tab l i shed  s i g n i f i c a n t l y  higher rates 

for producers of c e r t a i n  ca tegor ies  of na tu ra l  gas. 
I 

This f ede ra l  

I legislation allows producers, a f te r  proper app l i ca t ion ,  t o  

c l a s s i f y  c e r t a i n  gas w e l l s  as " s t r i p p e r "  w e l l s  and increase the 

p r i c e  of gas produced. Once the Federal Energy Regulatory Commls- 

s ion  (''FERC") classifies t he  producer 's  w e l l  as a s t r i p p e r  well 

and the producer increases  the price of gas t o  the d i s t r i b u t i o n  

I 

company, s t a t e  commissions must, i n  tu rn ,  allow the d i s t r i b u t o r s  

t o  pass t h e i r  increased c o s t s  on t o  their customers by adjus t ing  

the  base rates. 

On June 22, 1982, Public Gas Company ("Public") notified 

the Commission t h a t  its wholesale c o s t  of gas would be increased 

by one of its suppliers, Panbowl Production Company ("Panbowl"), 



effective November 16. 1982. The notice set out certain adjust- 

ments which Public pronosed to place into effect: with gas supplied 

on and after November 16, 1982, Public FroFosed to Anelude in ;its 

rates a transportation charge o f  $0.20 p e r  Mcf and a conpression 

charge of $0.206 per Mcf. On July 29, 1982, Public f i l e d  cost 

justification for the proposed charges, 

After reviewing the initial filing and the cost justlfica- 

tion, the Commission determined that a public hearing would be 
necessary. On November 22, 1982, a hearing was held in the Com- 

mission's offices in Frankfort, Kentucky, No intervenors were 

present at this hearing, 

The Commission, after reviewing the evidence of record and 

being advised, is of the opinion and finds thati 

1. By a letter dated November 22, 1982, Public withdrew 

i t s  request for inclusion of compression costs and reduced its 

request accordingly. 

2. Public i s  attempting to ??ass on to its customers trans- 

portation charges incurred by its supplier, Panbowl, As an intra- 

state producer of natural gas, Panbowl's rates are subject to the 
jurisdiction of the Public Service Commission, Accordingly, if 

the first sale is considered to have occurred at the wellhead, any 

charges in addition to the maximum lawful rates would have to be 

approved by the PSC, If it is determined that the first sale 
occurs further downstream, the addition of any transportation 

charges to the maximum lawful NGPA price would have to be approved 

by the FERC since, in most cases, all charges incurred prior to a 
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first sale are subjec t  t o  FERC regula t ion .  Thus, regard less  of 

where the  f i r s t  sale is considered t o  have occurred, Panbowl has 

f a i l e d  t o  obtain appropriate  regula tory  approval for t ranspor ta t ion  

charges i n  addi t ion  t o  the  b a s i c  NGPA r a t e ,  

request t o  pass such unapproved t ransnor ta t ion  charges on to i t s  

Accordingly, Public‘s 

customers must be denied. 

3. The gas w e l l s  belonging t o  Publ ic’s  s u p p l i e r ,  Panbowl, 

have been c l a s s i f i e d  as s t r i p p e r  w e l l s  by the  FXRC and Publ ic  should 

be allowed t o  pass on the  s t r i p p e r  well increase tn pr ice ,  

4. Public  should be allowed t o  mass on i t s  wholesale in -  

crease i n  cos t  of gas i n  the amount of S37.770 o r  $0.3155 per Mef. 

IT IS THEREFORE ORDERED tha t  the proposed t r anspor t a t ion  

charge be and i t  hereby i s  disapproved, 

IT IS FURTHER ORDERED t h a t  the rates in Anpendix A be and 

they hereby a r e  approved, e f f e c t i v e  f o r  gas sunplied on and a f t e r  

the date  af t h i s  Order. 

IT IS FURTHER ORDERED t h a t  for the pumose of the future 

appl ica t ion  of the  p u r c h a e d  gas adjustment c lause of Public the  

base rate f o r  purchased gas s h a l l  be:  

C m o d l t y  

$3.8256 per Wcf Panbowl Productton Company 

I T  IS FURTHER ORDERED t h a t  within 39 days from t he  da t e  of 

t h i s  Order, Publ ic  s h a l l  f i l e  with t h i s  Commission i t s  rev ised  

t a r i f f  shee ts  setting out the rates approved here in .  



Done at Frankfort, Kentucky, this 2Ls.ti day of December, 1982. 
PUBLIC SERVICE COMMISSION 

ATTEST : 

Secretary 



RATES: Monthly 

F i r s t  1 M c f  

Over 1 Mcf 

APPENDIX A 

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION I N  CASE NO.  8186-B DATED DECEMBER 21, 1982 

The following rates  are prescribed f o r  the customers 

in the area served by Public Gas Company. 

charges not spec i f ica l ly  mentioned herein shal l  remain the same 

as those i n  e f f ec t  under authority of the C o m m i s s i o n  prior to the 

date of th i s  Order. 

All other rates and 

$6 .681  Minimum B i l l  

5 . 5 6 3  per Mcf 


